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The President's Scraich-Pad 


{| “... the increased consumption of our 
company’s cigarettes has been reflected 
in increased earnings, and . . . this has 
been no accident but the result of crea- 
tive management on the part of the peo- 
ple the stockholders have selected to run 
this business—an eloquent proof of the 
value of management.” 

| The foregoing quotation is taken from 
one of the most interesting company doc- 
uments that has ever come to my atten- 
tion. It is a passage from a letter of 
thanks from George Washington Hill, 
President of the American Tobacco Com- 
pany, to the company’s stockholders for 
their vote of confidence in the manage- 
ment and the executive incentive com- 
pensation plan used in the concern. 

| What is most admirable about Mr. 
Hill’s statement is its forthrightness. He 
uses the phrase, “creative management,” 
thus showing the stockholders that the 
company is in the hands of alert, imag- 
inative men who not only capitalize on 
opportunities but even make them. This 
is the kind of direct, frank expression that 
stockholders like . . . and the kind that 
employees like too. 

{| Mr. Hill places the subject of executive 





Annual Business 
Meeting on June 6 


The annual meeting of the 
AMA will be held on the after- 
noon of Thursday, June 6, in 
New York City. This will be 
a business meeting, held in con- 
formity with the Association’s 
by-laws, at which the annual re- 
port will be read and 10 new 
directors elected to take the 
place of those whose terms ex- 
pire this year. The meeting will 
take place at 5:30 p.m. and will 
continue into the evening with 
a dinner session. Both the busi- 
ness meeting and the dinner 
will have many interesting fea- 
tures, and all members who can 
possibly do so are urged to at- 
tend. Details on the meeting 
will be given in later announce- 
ments and in the next issue of 
the News LETTER. 














compensation in a most sensible setting. 
Stockholders and employees are highly 
realistic people. They are thoroughly 
aware that the executives in the manage- 
ment are giving the company their best 
for other than altruistic reasons. They 
only want to be assured that management 
is on its toes, that it is making opportuni- 
ties, that it zs creative. 
{| In preparing communications to stock- 
holders and employees there is frequently 
a tendency to permit the very mechanics 
of publishing the reports to becloud their 
real purpose. The trend is now toward 
making such reports highly graphic and 
hysically attractive. This is commenda- 
Fie but the important consideration—the 
thing that will be remembered by the 
stockholders and employees long after 
the report itself is forgotten—is its spirit. 
Company reports leave a total impression 
with each reader. The whole aim in pre- 
paring such a report should be toward 
making this impression a favorable one 
—favorable in that the reader senses in 
it a high degree of sincerity. 
{] Reports to stockholders and employees 
are a real management problem. They 
should not be taken too lightly nor 
pushed off into the lap of an advertising 
agency. They are decidedly a job for 
management itself, because only manage- 
ment can appreciate what the stockhold- 
ers and employees will look for in the 
report. Management knows these people 
—many of them as individuals. Man- 
agement itself knows, too, that a straight- 
forward clean-cut statement, no matter 
how drab its external appearance, will be 
more satisfying to the stockholder and 
employee than one that shows off the 
wonders of the graphic arts better than it 
reveals the state of the company and the 
thinking of its executives. 
| There can be no denying that the at- 
tractiveness of the reports is important. 
However, the problem of imbuing the re- 
port with the right spirit is a more im- 
portant consideration than giving it the 
most attractive appearance. Mr. Hill’s 
statement, while not an annual report, is 
only a mimeographed document of ve 
informal appearance, yet it is highly ef. 
fective in terms of the values I have 
mentioned. This is real Public Relations. 


Dh & boda. 





BUSINESS 
OUTLOOK 


Business Continues Hesitant; 
European Events May Change Trend 


Business activity has experienced 4 
quiet slowing down this month, follow- 
ing a declining slope that began in De- 
cember, 1939. It is important to note, 
however, that the rate of decline has not 
been so rapid as in previous months, and, 
as a matter of fact, certain industries ate 
enjoying a period of decided prosperity. 
But business in general is hesitant, and 
beyond doubt events abroad are the major 
cause for this state of mind, This epi- 
tomizes the observations of the various 
agencies contributing to the inside pages 
of this letter. 

The Scandinavian blitzkrieg has made 
Americans realize the grimness of the war 
and its potential proportions. Now one 
can no longer entertain the hope that the 
war will be brief and confined in scope. 

On the other hand, many observers 
consider it a distinct possibility that the 
turn of European events may prove to be 
the element that will turn the current 
business trend—that it will touch off a 
new American recovery. It is logical to 
reason that world markets may open 
wider to the United States as European 
producers turn their efforts to pushing the 
war. Further, cessation of certain imports 
to this country may stimulate the creation 
of domestic sources for such commodities. 

The factor that will be watched in the 
immediate coming weeks is commodity 
prices, for if these move upward steadily 
it is an indication that business is receiving 
or anticipating new orders and that in 
the opinion of seasoned buyers it is better 
to make sure of one’s position than to run 
the risk of being caught short in the 
midst of an upward spiral. 

Business sentiment and opinion seem 
pregnant with the suggestion that the 
course of industry is on the threshold of 
an important departure from the trend 
that has prevailed in recent years. As 
the Cleveland Trust Company remarks: 
“Great events are in the making, but 
business action awaits the development of 
their identity.” 
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General 
Outlook 


The seasonally adjusted index of industrial 
activity during the week ended March 30 shows 
no change from the preceding week’s figure 
which was at the lowest level of the current re- 
cession; indications are that auto production 
during the second quarter will be 16% larger 
than in the same period last year (April 13). 


While the Brookmire Business Index declined 
during March for the third month, it held well 
above the level prevailing last Summer before 
the European war broke out; business and the 
markets now appear to be on the very threshold 
of a vigorous upthrust into new recovery highs 
(April 6). 


Business Week 





The Business Week Index is now at 104. 
and there is no immediately foreseeable stimulu 
to push it either sharply up or down; the re 
cession is still in the leveling-off phase, but ther 
are numerous signs that it is ‘rounding out 
bottom’ (April 20). 









Money and 
Credit 


The Department of Commerce reports that 
gold imports into the United States during the 
week ended March 27 rose to a new high; 
money in circulation rose to $56.94 per capita 
on March 31 from $52.07 a year ago (April 13). 


The moderation of the reaction of the bond 
market resulting from the Norwegian invasion, 
and the prompt check of the reaction, furnish 
evidence of the strength of basic market fac- 
tors; bonds are likely to remain at their current 
abnormally high levels temporarily (April 6-13). 





During the latest week for which figures ar 
available, total loans and investments of report 
ing Federal Reserve member banks stood 4 
$23,466,000,000, compared with $21,691,000,00 
a year ago; excess reserves of all member bank 
total $5,950,000,000, which compares wit 
$3,879,000,000 a year ago (April 20). 












Security 
Markets 


Since the brief spurt, the market has settled 
back. The indication of strength then given, 
however, is not contradicted for prices remain 
at about the best levels of February and they are, 
moreover, above the calculated trend of the mar- 
ket (April 18). 


The precise course which war developments 
will follow remains one of the unforeseeable 
elements in the outlook for stocks, but setbacks 
due to unexpected war news are likely to be mod- 
erate while the underlying trend is toward recov- 
ery; the long-term uptrend should carry stock 
prices to distinctly higher levels (April 6-13). 





The latest weekly average of 50 industric 
stocks is 119.1, according to Standard Statistics 
this compares with 104.9 a year ago and 125. 
six months ago; with the exception of paper an 
pulp shares, stocks have been little affected b 
the changed character of European _hostilitic 
(April 13-20). 








Production 


Actual steel output declined this week to 


61.3% of capacity; the decline, however, offset, 


only partially the rise evident last week; no 
sharp increase in steel activity should be ex- 
pected in the immediate future, since the present 
rate of production is still in excess of the nor- 
mal demand (April 13). 


Another month of production curtailment has 
helped to move most of the surplus inventories 
built up last Autumn; the sharp rise in the Ma- 
chine Tool Operating Rate can be cited as a sign 
of the domestic and foreign influences that are 
operating toward vigorous resumption of the 
basic Recovery process (April 6). 





The steel operating rate has been fairly stabl 
a point or so above 60% of capacity, and th 
next important move ought to be up rather tha 
down; production has also begun to stabilize i 
textiles in response to the buying movement i 
gray goods (April 20). 








Distribution 


Department store sales during the week ended 
March 30 were 20% lower than a year ago as 
compared with a 12% gain over last year in the 
preceding week; the earlier Easter accounts for 
the sharp difference; Sears, Roebuck reported a 
gain of 2.3% in sales over March a year ago 
(March 13). 





Carloadings during the week ended March 30 
were 4% greater than a year ago; chain-store 
sales (20 companies) in February were 2% 
above January and 8.5% higher than in Feb- 
ruary, 1939; February mail-order sales (two 
houses) were 1.3% above January and 19.2% 
above February, 1939 (April 6). 





Consumer buying power, despite the declin 
in general business, has fallen only 2.2% frot 
December through March; this comparative st: 
bility already is reflected in bumper automobil 
sales and carries the inference that retail trad 
in general may pick up now that the weathe 
is spring-like (April 6). 








Construction 


Building contracts showed a contra-seasonal rise 
from January to February, but the February vol- 
ume was smaller than a year ago; consequently, 
the building industry does not promise to pro- 
vide manufacturing activity with any extensive 
support in the immediate future (April 6). 


Building permits during February were 7.0% 
above January and 11.2% above February, 1939; 
high industrial building contracts so far in April 
testify to opportunities for immediate industrial 
expansion (April 6-13). 





Recently building has given a bullish signa 
and there has been a fairly rapid rise in Feder: 
Housing Administration mortgages selected fi 
appraisal on homes to be constructed; thus, afte 
a somewhat rocky start, residential building hi: 
become a bolstering influence on general bus 
ness (April 13). 










Agriculture 





Commodity 
Prices 





Labor and 
Wages 


The maintenance of farm income so far this 
year at a higher level than a year ago is an en- 
couraging factor in the general business outlook; 
during the last half of 1940, manufacturing ac- 
tivity should show an uptrend unless there is a 
setback in farm income; such a setback is not 
likely (April 13). 





In the week ended March 30, the price index 
of manufactured goods declined for the second 
consecutive week, while the price of farm prod- 
ucts rose for the first time in five weeks; conse- 
quently the purchasing power index rose to 75.7 
this week from 74.9 a week ago (April 13). 





Unemployment in the United States rose in 
February for the second consecutive month to 
10,625,000; the number of persons employed de- 
clined to 41,634,000 in February from 41,753,000 
in January and from 42,923,000 in December; 
during the last half of 1940, however, employ- 
ment should expand (April 13). 










Foreign Trade 
and 
Conditions 








With the exception of Belgium, whose foreign 
trade during the period September to December 
1939 showed a large excess of exports over im- 
ports, the trade of all European western neutrals 
has shown an increased excess of imports ovet 
exporis (April 6). 








Prices of farm products are at remunerative 
levels and tending to move higher—thus farm 
income (supplemented by larger Government 
benefit payments) promises to rise to the best 
levels since 1929; so far this year, farm income 
has gained 20%, and it might well approach 
$10,000,000,000 for 1940 (April 13). 





Farm prices this year are well above a ye: 
ago, and optimism runs high in the agricultur: 
areas; during the latest week for which figure 
are available, wheat averaged $1.04 a bushe 
compared with $0.69 a year ago and $0.82 si 
months ago (April 6-20). 





Even before the Scandinavian episode, signs 
of a renewed buying movement in commodities 
were multiplying; it is now to be expected that 
the lifting force of war upon commodity prices 
will be applied in a more emphatic way (April 
13). 





At the moment, the strength in commoditi 
is the most clear-cut and favorable business it 
dicator; the gains immediately following tl 
German invasion of Norway have been e 
tended; the non-ferrous metals have been mo: 
or less quiet, rubber and tin strong and whe 
has risen to the season’s high (April 20). 








Expect mild amendments to the Wagner A 
to pass the House, but count it equally probab 
that the legislation will die in the Senate 
amendments to the wage-hour law also see! 
likely ‘to die in the Senate though they may gi 
by the House (April 13). 





During February a gain of 58.6% over the 
same month a year ago testified eloquently to the 
upward trend in exports; increases of over 100% 
were scored by aircraft, iron and steel, copper, 
lubricating oil, and cotton (April 6). 








In the first six months of war, United Stat 
exports totaled $1,949,000,000—up 33% | 
compared with the same period a year earlie! 
exports to Canada and Latin America increase 
47% each, while exports to Europe and to As 
were 27% and 33% larger, respectively (Apt 
13). 
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Dun’s Review 


Cleveland Trust Company 


National City Bank 
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A wait-and-see attitude still prevails in busi- 
ness; the intensification of war activity, however, 
touched off increased domestic ordering of some 
raw materials, and semi-finished goods and com- 
modity prices responded modestly; industrial 
output shows little change; financial trading is 
somewhat livelier (May). 


While business has continued to slow down 
during the month, there are nevertheless certain 
industries that are doing well; prevailing con- 
ditions incline business men toward the post- 
ponement of decisions and actions (April 15). 





Current comment indicates that sentiment is 
prepared for absence of a marked upturn in the 
near future, and that any adjustments still neces- 
sary in productive activity will be received with 
patience; the sideways trend of the markets in- 
dicates a waiting attitude, rather than one of 
optimism or pessimism (April). 
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Bank clearings (22 cities) totaled $23,614,947 
in March, or 1.5 above February and 5.5 per 
cent below a year ago; the adjusted Insolvency 
Index (Failures) stood at 61.2 in the same 
month, compared with 58.0 in February and 
71.9 in last March (May). 


Gold imports during the first three weeks of 
March carried the total of excess reserves in 
member banks to a new peak of $5,780,000,000; 
later this total fell sharply, but then rose, prom- 
ising to reach new high levels under the influence 
of continued gold imports and Treasury disburse- 
ments of accumulated tax money (April). 
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Stock price averages rose moderately above 
the narrow range of February and March during 
early April, and the share turnover increased; 
new capital markets remained lethargic; corpo- 
rate issues placed in March were the smallest 
since November (May). 


There are few security issues being sold to 
raise new capital, and there is little prospect 
that there will be many until there is increased 
visibility of future prospects (April 15). 





The volume of new corporate and municipal 
issues fell off considerably in March, thus giving 
the market an opportunity to absorb the heavier 
supply of offerings of the previous month; as a 
result, distribution of several issues which had 
proved somewhat slow was completed (April). 
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Although order backlogs have recently been 
bolstered in key industries such as paper, tex- 
tiles and metals, there is no evidence of a turn 
in the general production trend; the F. R. B. 
index of industrial output (adjusted) was 105 in 
March, compared with 109 in February (May). 


Last December the index of business activity, 
based on the physical volume of industrial pro- 
duction, was 5.5% below the computed normal 
level; in succeeding months it fell to 12.3% 
below normal, to 19.8% and the preliminary 
March figures indicate that it will be 23.7% 
(April 15). 





While such industries as airplanes, machine 
tools and shipyards are working at capacity, in 
other cases where the Spring rise is usually vig- 
orous, sales and production have not shown as 
much improvement as usual; the decline in pro- 
duction since December is one of the sharpest 
ever known (April). 
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With the outstanding exception of automobile 
sales, retail trade for March was disappointing ; 
sales showed more buoyancy in the first part of 
April, but results were still spotty; the U. S. 
Trade Barometer stood at 91.6 in February, com- 
pared with 94.9 in January (May). 


An examination of the expenditures for dura- 
ble goods during the period of 1919 to 1939 
that total 
amount went for household goods (April 15). 


shows nearly one-quarter of the 


Failure of automobile sales to make the full 
seasonal rise should cause no great surprise or 
disappointment, in view of the exceptionally 
good six months the industry has had, which 
probably included some pushing ahead of Spring 
buying (April). 
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A further seasonal rise took place in building 
permit valuations in March, but the increase was 
less than is usually expected for the period; the 
total failed to equal the 1939 level for the sec- 
ond time this year; volume for 215 cities was 
$110,598,792 (May). 


Because of the uncertain future there is rela- 
tively little new governmental, commercial, or 


industrial construction (April 15). 














Price relationships between farm and indus- 
trial products on the whole are better than be- 


fore the war (April). 





The Daily Wholesale Price Index of 30 basic 
commodities touched a new low for 1940 on 
April 2, recovered slightly in the next week, 
and registered 119.75 for April 15; this com- 
pared with 124 at the peak in December, and 
with 103 before the advance in September 
(May). 





One of the strong points in the trade outlook 
is the fact that prices, living costs and industrial 
costs have not risen dangerously, nor has the 
relationship between them been greatly disturbed 
(April). 





Seasonal increases in March, particularly in 
agricultural and retail trade employment, helped 
to halt the general rise in unemployment; in 
New York State, first-quarter factory employ- 
ment was 11 per cent above 1939 (May). 
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Our exports amounted to 338 million dollars 
in February, which was 6% less than in Janu- 
ary or December, but 56% more than in Feb- 
ruary last year. The influence of the war may 
easily be noted in the items in which there were 
important increases in February this year as com- 
pared with the same month last year (April 15). 





For the third successive month, merchandise 
exports in February were encouraging; the con- 
tinued high rate of shipments of metal products, 
machinery, aircraft and chemicals is the en- 
couraging element, since the future promise lies 
mainly in these groups, and the outlook for 
agricultural exports is not bright (April). 
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Production Division 


Meeting In N. Y. 


Production executives from various 
parts of the country are meeting this week 
in New York for the Spring Conference 
of AMA’s Production Division. This is 
the second conference that the Production 
Division has sponsored since the AMA's 
meeting year began last Fall. The last 
Production meeting was held in Chicago, 
in November. 


While the former meeting was devoted 
to discussions of modernizing plants and 
equipment, the present conference is 
given over to discussion methods of cost 
reduction. The way will be shown to an 
over-all company approach to cutting pro- 
duction costs. Case studies will be pre- 
sented and slides and motion pictures 
will be shown of the methods used in a 
variety of industries. 


The meeting has been planned under 
the direction of Raymond S. Perry, Vice 
President of the Ingersoll Milling Ma- 
chine Company and Vice President of 
AMA's Production Division. 


Coming at a time when greater accent 
is apparently going to be placed on pro- 
ductive activity, the meeting is expected 
to be exceptionally valuable. It will be a 
strong reminder of the importance of 
keeping costs down at a time when there 
is a possible tendency to let up pressure 
on costs and to sacrifice strict economy to 
high volume. The sessions will have value 
for all types of manufacturing enterprises 
since they will show how cost control is 
exercised in various industries. Complete 
proceedings of the conference will be pub- 
lished and will be sent to all members 
who are represented in the Production 
Division. 





PACKAGING SHOW TO BE 
IN CHICAGO NEXT YEAR 


The next annual AMA Packaging, 
Packing and Shipping Conference will be 
held in Chicago on March 25, 26, 27 and 
28, 1941. This was decided at a recent 
meeting of the Packaging Exhibitors’ 
Council. The hotel where the exposition 
will be held has not yet been chosen. 





NOMA Conference In Cleveland 
On June 17, 18, 19 


The twenty-first annual meeting of the 
National Office Management Association 
will be held on June 17, 18, and 19 at 
the Hotel Cleveland, Cleveland, Ohio. 
The theme of the meeting will be: “The 
Office — Personnel, Production, Costs.” 
AMA members engaged in office manage- 
ment work will find these sessions highly 
valuable. 





Important Group of Articles 
In May Issue of PERSONNEL 


The attention of members of AMA is 
especially drawn this month to the May 
issue Of PERSONNEL, which contains sev- 
eral articles bearing on problems now 
uppermost in the minds of management 
executives, such as employment stabiliza- 
tion, the status of independent unions, 
employee merit rating, the foreman’s role 
in management, and employee discipline. 
These subjects and others have been dealt 
with by various authorities. 








Business Outlook 


(Continued) 
now possess basic materials that Germany 
seriously lacks. 

The foregoing is the way in which the 
majority of observers contributing to the 
summaries on the inside pages of this 
bulletin regard the war in relation to 
American business trends. On the whole, 
however, while recognizing that initially 
there will be much hesitancy and con- 
fusion, most observers believe that the 
combined forces of foreign orders, do- 
mestic armament and general recovery 
will produce an active industrial session 
before the year is over. 


One thing that should not be lost 
sight of amid the jitteriness that the war 
has caused is the fact that the recession 
has been turned. After four months of 
decline the trend of industrial activity 
has begun to point upward; this hap- 
pened early in May, despite the fact that 
the war caused highly unsettling condi- 
tions in the commodity and_ security 
markets. Business men generally have 
felt that the recession would stop short 
of a vicious downward spiral such as 
developed in 1937-1938. Now their be- 
lief has been borne out. Of course, the 
present rate of operations does not by 
any means compare favorably with six 
or seven months ago, but the turn has 
at least been made, and once the current 
temporary uneasiness is over, the odds 
favor a steady recovery. In the imme- 
diate future, of course, there will be some 
exceptions to the general trend, such as 
automobiles and other industries, that will 
be seasonally depressed. 





Insurance buyers from a wide variety of industries met early in the month at the AMA's Insurance Conference, held at the 
Sponsored by AMA's Insurance Division, and directed by the Division's Vice President, 
Ralph H. Blanchard, of Columbia University, the sessions provided a forum for an exchange of information between the buyers and 


Hotel Traymore in Atlantic City, N. ]. 


underwriters. 


The meeting was one of the most successful that has been held since the Division was created 10 years ago. 


Pictured in the candid shots above are, left to right: William ]. Graham, Vice President, The Equitable Life Assurance 
Society of the United States, former President of the AMA, and Alvin E. Dodd, present head of the Association; John J]. Corson, 
Director of the Bureau of Old-Age and Survivors’ Insurance, Social Security Board, and Mr. Blanchard; Kenneth C. Bell, Second 
Vice President, The Chase National Bank, and Donald Owens, of Ream, Wrightson & Company. 





